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SUBJECT: REPORT ON DECLINING RATES OF INVESTMENT 
IN EC INDUSTRY 

1 . THE DECLINE OF INVESTMENT IN EC INDUSTRY HAS BEEN 
UNDERSCORED BY A RECENTLY PUBLISHED REPORT OF THE 
UNION OF INDUSTRIES OF THE EUROPEAN COMMUNITY (UNICE), 

THE EC'S MOST INFLUENTIAL BUSINESS LOBBYING GROUP. 

THE REPORT WILL BE DISCUSSED BY THE ECONOMIC 

POLICY COMMITTEE IN JULY. 

2. THE UNICE REPORT REGISTERS INDUSTRY CONCERN OVER 
THE DECLINING RATES OF PRIVATE INVESTMENT IN NEARLY 
ALL THE MEMBER STATES OF THE COMMUNITY —ESPECIALLY 
OVER THE LAST TWO OR THREE YEARS. THE RATE OF FIXED 
CAPITAL FORMATION FOR THE EC DROPPED FROM 13 PERCENT 
IN 1974 TO 6 PERCENT IN 1975 AND IT IS EXPECTED THAT 
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1976 FIGURES WILL SHOW AN EVEN FURTHER DECLINE. 

3. UNICE BLAMES THE DECLINE ON THE WAGES AND PUBLIC 
SPENDING POLICIES WHICH HAVE REDUCED THE BUSINESS 
SHARE OF NATIONAL INCOME. THE REPORT CITES EVIDENCE 
THAT FOR THE 1970-75 PERIOD, WAGE AND SALARY COSTS 
ROSE ALMOST 10 PERCENT FASTER THAN THE GENERAL PRICE 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


LEVEL. UNICE ALSO MAINTAINS THAT RISING LEVELS OF 
PUBLIC SPENDING ADDED FINANCIAL AND FISCAL BURDENS BY 
TAXATION, SOCIAL CHARGES, AND BY COMPETING IN CAPITAL 
MARKETS WITH PRIVATE ENTERPRISE. 

4. THE RESULTS, ACCORDING TO UNICE, HAVE BEEN A DROP 

IN CORPORATE PROFITABILITY AND A SERIOUS WEAKENING OF 
FINANCIAL STRUCTURE DUE TO RISING DEBT/EQUITY RATIOS. 

THIS LACK OF INVESTMENT INCENTIVE HAS PRODUCED LOWER 
GNP AND ADDITIONAL UNEMPLOYMENT AT A TIME OF RECESSION. 

5. UNICE WARNS AGAINST GOVERNMENT POLICIES (FAVORED 
BY MANY LABOR GROUPS) DESIGNED TO STIMULATE DEMAND AS 

A MEANS OF ACHIEVING STABLE GROWTH AND HIGH EMPLOYMENT 
LEVELS. THIS STRATEGY, THE REPORT ARGUES, IS SHORT- 
TERM AND COULD DANGEROUSLY STIMULATE INFLATION SINCE 
CONSUMPTION HAS SLOWED DOWN MUCH LESS THAN INVESTMENT. 

6. THE REPORT PETITIONS FOR IMMEDIATE CORRECTIVE 
ACTION AIMED AT RESTORING BUSINESS PROFITABILITY AS 
THE ONLY LASTING SOLUTION TO THE PROBLEMS OF LAGGING 
ECONOMIC GROWTH, STRUCTURAL WEAKNESS, AND INFLATIONARY 
BOTTLENECKS. SPECIFICALLY UNICE CALLS ON GOVERNMENTS 

TO ADOPT TAX INCENTIVES FOR BUSINESS, ELIMINATE DOUBLE 
TAXATION OF DIVIDENDS, REFRAIN FROM PRICE FREEZING 
AND RESTRAIN GROWTH IN PUBLIC SPENDING. SUCH POLICIES, 
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UNICE CLAIMS, WILL HAVE THE INDIRECT EFFECT OF 
REDUCING GENERAL BUSINESS APPREHENSION WHICH HAS BEEN 
A STRONG DETERENT TO INVESTMENT. 

7. REPORT BEING POUCHED TO EUR/RPE - BRESLER. MORRIS 
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